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AN ACT in relation to public enpl oyee benefits.

Be it enacted by the People of the State of Illinois,

represented in the General Assenbly:

Section 5. The Illinois Pension Code is anended by
changing Sections 1-119, 15-107, 15-112, 15-113.3, 15-134,
15-136, 15-153, 15-154, 15-158.2, 15-186.1, 15-187, and
15-190 as fol |l ows:

(40 | LCS 5/1-119)

Sec. 1-119. Qualified Illinois Donesti c Rel ati ons
Orders.

(a) For the purposes of this Section:

(1) "Alternate payee" neans the spouse, forner
spouse, <child, or other dependent of a nenber, as
designated in a Q LDRO.

(2) "Death benefit" nmeans any nonperiodi c benefit
payabl e upon the death of a nenber to a survivor of the
menber or to t he menber's estate or designated
beneficiary, including any refund of contributions
followng the nmenber's death, whether or not the benefit
is so called under the applicable Article of this Code.

(3) "Disability benefit" neans any periodic or
nonperi odi ¢ benefit payable to a di sabl ed nenber based on
occupational or nonoccupational disability or disease,
including any periodic or nonperiodic increases in the
benefit, whether or not the benefit is so called under
the applicable Article of this Code.

(4) "Menber" means any person who participates in
or has service credits in a retirenent system including
a person who iSs receiving or is eligible to receive a
retirement or disability benefit, wthout regard to

whet her the person has wthdrawn from service.


SOLIMAR DFAULT BILLS NONE


HB3183 Enrol | ed - 2- LRB093 07931 EFG 08122 b

© 00 N o o b~ w N Pk

W W W W W NN N NDNNDNDRNDNNR P P R B R R B R R
N W N P O © 0 N O 00 & W N B O © 0 N 0o o0 M W N B O

(5 "Menber's refund” neans a return of all or a
portion of a nenber's contributions that is elected by
the nmenber (or provided by operation of law) and is
payabl e before the nenber's death

(6) "Qualified Illinois Donestic Relations Oder”
or "QLDRO" neans an Illinois court order that creates or
recogni zes the existence of an alternate payee's right to
receive all or a portion of a nenber's accrued benefits
in a retirement system is issued pursuant to this
Section and Section 503(b)(2) of the 1Illinois Marriage
and Di ssol ution of Marriage Act, and neets the
requirenents of this Section. A QLDROis not the sane
as a qualified donestic relations order or QDRO i ssued
pursuant to Section 414(p) of the Internal Revenue Code
of 1986. The requirenments of paragraphs (2) and (3) of
that Section do not apply to orders issued under this
Section and shall not be deenmed a guide to the
interpretation of this Section; a QLDROis intended to
be a donestic relations order wthin the neaning of
paragraph (11) of that Section.

(7) "Regular payee" neans the person to whom a
benefit would be payable in the absence of an effective
Q LDRO

(8) "Retirenent benefit" means any periodic or
nonperi odi c benefit payable to a retired nenber based on
age or service, or on the anpbunts accunulated to the
credit of the nenber for retirement purposes, including
any periodic or nonperiodic increases in the benefit,
whether or not the benefit is so called under the
applicable Article of this Code.

(9) "Retirenent system or "systeml neans any
retirenment system pension fund, or other public enployee
retirement benefit plan that is maintained or established

under any of Articles 2 through 18 of this Code.
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(10) "Surviving spouse" neans the spouse of a
menber at the tine of the nmenber's death

(11) "Survivor's Dbenefit" means any periodic
benefit payable to a surviving spouse, child, parent, or
other survivor of a deceased nenber, including any
periodic or nonperiodic increases in the benefit, whether
or not the benefit is so called wunder the applicable

Article of this Code.

(b) (1) An Illinois court of conpetent jurisdiction in a
proceeding for declaration of invalidity of marriage, |egal
separation, or dissolution of marriage that provides for the
distribution of property, or any proceeding to anend or
enforce such a property distribution, may order that all or
any part of any (i) retirement benefit or (ii) menber's
refund payable to or on behalf of the nenber be instead paid
by the retirenent systemto a designated alternate payee.

(2) An order issued under this Section provides only for
the diversion to an alternate payee of certain benefits
otherwi se payable by the retirement system under t he
provi sions of this Code. The existence of a QLDRO shall not
cause the retirenent systemto pay any benefit, or any anount
of benefit, to an alternate payee that would not have been
payabl e by the systemto a regular payee in the absence of
the Q LDRO

(3) A QLDRO shall not affect the vesting, accrual, or
anount of any benefit, nor the date or conditions upon which
any benefit beconmes payable, nor the right of the nenber or
the nenber's survivors to make any election ot herw se
aut hori zed under this Code, except as provided in subsections
(i) and (j).

(4) A QLDRO shall not apply to or affect the paynment of
any survivor's benefit, death benefit, disability benefit,
life insurance benefit, or health insurance benefit.

(c) (1) A QLDRO nust contain the nane, resi dence
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address, and social security nunber of the nmenber and of the
alternate payee and nmust identify the retirenent system to
which it is directed and the court issuing the order.

(2) A QLDRO nust specify each benefit to which it
applies, and it nust specify the anount of the benefit to be
paid to the alternate payee, which in the case of a
nonperiodic benefit shall be expressed as a dollar anount

(except that a nonperiodic benefit payable to an alternate

payee of a participant in the self-mnaged plan authorized

under Article 15 of this Code may be expressed as a dollar

anount or as a percentage of the participant's account), and

in the case of a periodic benefit shall be expressed as a
dol | ar anmount per nonth.

(3) Wth respect to each benefit to which it applies, a
Q LDRO nust specify when the order will take effect. 1In the
case of a periodic benefit that is being paid at the tinme the
order is received, a QLDRO shall take effect imrediately or
on a specified later date; if it takes effect immediately, it
shal | becone effective on the first benefit paynent date
occurring at |east 30 days after the order is received by the
retirement system In the case of any other benefit, a
Q LDRO shall take effect when the benefit becones payable,

except that a lunp-sum benefit payable to an alternate payee

of a participant in the self-managed plan authorized under

Article 15 of this Code nmay be paid upon the request of the

alternate payee. However, in no event shall a QLDRO apply

to any benefit paid by the retirement system before or within
30 days after the order is received. A retirenment system may
adopt rules to prorate the anmount of the first and final
periodi c paynents to an alternate payee.

(4) A QLDRO nust also contain any provisions required
under subsection (n) or (p).

(d) (1) An order issued under this Section shall not be

i npl emented unless a certified copy of the order has been


SOLIMAR DFAULT BILLS NONE


HB3183 Enrol | ed - 5- LRB093 07931 EFG 08122 b

© 00 N o o b~ w N Pk

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34

filed wth the retirenment system The systemshall pronptly
notify the menber and the alternate payee by first class mai
of its receipt of the order.

(2) Neither the retirenent system nor its board, nor
any of its enployees shall be Iliable to the nenber, the
regul ar payee, or any other person for any anount of a
benefit that 1is paid in good faith to an alternate payee in
accordance with a Q LDRO

(3) At the tinme the order is submtted to the retirenent
system it shall be acconpanied by a nonrefundable $50
processing fee payable to the retirenent system to be used
by the systemto defer any adm nistrative costs arising out
of the inplenentation of the Q LDRO

(e) (1) Each alternate payee IS responsible for
mai ntaining a current residence address on file wth the
retirement system The retirenent system shall have no duty
to attenpt to | ocate any alternate payee by any neans ot her
than sending witten notice to the | ast known address of the
alternate payee on file with the system

(2) Inthe event that the system cannot |ocate an
alternate payee when a benefit becones payable, the system
shal |l hold the anobunt of the benefit payable to the alternate
payee and nake paynent to the alternate payee if he or she is
| ocated within the followng 180 days. If the alternate
payee has not been located within 180 days fromthe date the
benefit becones payable, the systemshall pay the benefit and
the amounts held to the regular payee. If the alternate
payee is subsequently |ocated, the system shall thereupon
i npl ement the Q LDRO but the interest of the alternate payee
in any anmounts already paid to the regular payee shall Dbe
ext i ngui shed. Amounts held under this subsection shall not
bear interest.

(f) (1) If the anmount of a benefit that is specified in

a QLDRO for paynent to an alternate payee exceeds the
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actual anmount of that Dbenefit payable by the retirenent
system the excess shall be disregarded. The retirenent
system shall have no liability to any alternate payee or any
ot her person for the disregarded anounts.

(2) In the event of nmultiple QLDRGs agai nst a nenber,
the retirenment systemshall honor all of the QLDRCs to the
extent possible. However, if the total anmount of a benefit
to be paid to alternate payees under all QULDRCs in effect
agai nst the nenber exceeds the actual anpbunt of that benefit
payabl e by the system the QLDROs shall be satisfied in the
order of their receipt by the systemuntil the anount of the
benefit is exhausted, and shall not be adjusted pro rata.
Any anounts that cannot be paid due to exhaustion of the
benefit shall remain unpaid, and the retirenment system shal
have no liability to any alternate payee or any other person
for such anounts.

(3) A nodification of a QLDRO shall be filed with the
retirement system in the sane nmanner as a new QLDRO A
nodi fication that does not increase the amount of any benefit
payable to the alternate payee, and does not expand the
QLDRO to affect any benefit not affected by the unnodified
Q LDRO, does not affect the priority of paynent under
subdivision (f)(2); the priority of paynent of a QLDRO that
has been nodified to increase the anmount of any benefit
payable to the alternate payee, or to expand the QLDRO to
affect a benefit not affected by the unnodified QLDRO shal
be based on the date on which the systemreceives the
nmodi fication of the Q LDRO

(g9) (1) Upon the death of the alternate payee under a
QLDRO, the QLDRO shall expire and cease to be effective,
and in the absence of another QLDRO, the right to receive
any affected benefit shall revert to the regul ar payee.

(2) Al QLDRGCs relating to a nenber's participation in

a particular retirenent systemshall expire and cease to be
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effective upon the issuance of a nenber's refund that
termnates the nenber's participation in that retirenent
system w thout regard to whether the refund was paid to the
menber or to an alternate payee under a QLDRO. An expired
Q LDRO shall not be automatically revived by any subsequent
return by the nenber to service under that retirenent system

(h) (1) Wthin 45 days after receiving a subpoena from
any party to a proceeding for declaration of invalidity of
marriage, legal separation, or dissolution of marriage in
which a Q LDRO may be issued, or after receiving a request
from the nenber, a retirenent systemshall issue a statenent
of a nmenber's accunul ated contributions, accrued benefits,
and ot her interests in the plan admnistered by the
retirement system based on the data on file with the system
on the date the subpoena is received, and of any rel evant
procedures, rules, or nodifications to the nodel QLDRO form
t hat have been adopted by the retirenent system

(2) In no event shall the retirenment system be required
to furnish to any person an actuarial opinion as to the
present value of the nenber's benefits or other interests.

(3) The papers, entries, and records, or parts thereof,
of any retirenent systemnmay be proved by a copy thereof,
certified wunder the signature of the secretary of the system
or other duly appointed keeper of the records of the system
and the corporate seal, if any.

(1) In a retirement system in which a nenber or
beneficiary is required to apply to the system for paynent of
a benefit, the required application nmay be nade by an
alternate payee who is entitled to all of that benefit under
a QLDRO provided that all other qual i fications and
requi renents have been net. However, the alternate payee may
not nmake the required application for a nenber's refund or a
retirement benefit if the nmenber 1is in active service or

bel ow the mnimum age for receiving an undiscounted
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retirement annuity in the retirenment systemthat has received
the QLDRO or in any other retirement system in which the
menber has creditable service and in which the nmenber's
rights under the Retirenment Systens Reciprocal Act would be
affected as a result of the alternate payee's application for
a nmenber's refund or retirement benefit.

(J) (1) So long as there is in effect a QLDRO rel ating
to a menber's retirenent benefit, the affected nmenber nmay not
elect a formof paynent that has the effect of dimnishing
the amount of the paynent to which any alternate payee is
entitled, unless the alternate payee has consented to the
election in witing and this consent has been filed with the
retirenment system

(2) If a nmenber attenpts to nake an el ection prohibited
under subdivision (j)(1), the retirenment systemshall reject
the el ection and advi se the nenber of the need to obtain the
al ternate payee's consent.

(3) If a retirenment system discovers that it has
m st akenly all owed an el ection prohibited under subdivision
(j)(1), it shall thereupon disallow that election and
recal cul ate any benefits affected thereby. If the system
determ nes that an anobunt paid to a regul ar payee shoul d have
been paid to an alternate payee, the system shall, if
possi bl e, recoup the anobunts as provided in subsection (k) of
this Section.

(k) In the event that a regular payee or an alternate
payee is overpaid, the retirenment systemshall recoup the
anounts by deducting the overpaynent from future paynents and
maki ng paynent to the other payee. The system may make
deductions for recoupnent over a period of tinme in the sanme
manner as is provided by law or rule for the recoupnent of
ot her anount s incorrectly disbursed by the system in
i nstances not involving a Q LDRO The retirenent system

shall incur no liability to either the alternate payee or the
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regul ar payee as a result of any paynent nmade in good faith,
regardl ess of whether the system is able to acconplish
recoupnent .

(1) (1) A retirenent system that has, Dbefore the
effective date of this Section, received and inplenented a
donmestic relations order that directs paynent of a benefit to
a person other than the regular payee nmay continue to
i npl enent that order, and shall not be liable to the regular
payee for any anmounts paid in good faith to that other person
in accordance with the order

(2) A donestic relations order directing paynent of a
benefit to a person other than the regular payee that was
issued by a court but not inplenented by a retirenment system
prior to the effective date of this Section shall be void.
However, a person who is the beneficiary or alternate payee
of a donmestic relations order that is rendered void under
this subsection may petition the court that issued the order
for an anended order that conplies with this Section.

(m (1) 1In accordance with Article XIIl, Section 5 of
the 1llinois Constitution, which prohibits the inpairnent or
di m ni shnment of benefits granted under this Code, a Q LDRO
issued against a nenber of a retirenent system established
under an Article of this Code that exenpts the paynent of
benefits or refunds from attachnment, garni shnment, judgnment or
other legal process shall not be effective wthout the
witten consent of the nenber if t he menber began
participating in the retirement system on or before the
effective date of this Section. That consent nust specify
the retirement system the court case nunber, and the nanes
and social security nunbers of the nenber and the alternate
payee. The consent nust acconpany the QLDRO when it is
filed wth the retirenent system and nmust be in

substantially the follow ng form

CONSENT TO | SSUANCE OF Q LDRO
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Court Case Number: ....................
Menber's Social Security Nunmber: ........................
Alternate payee's Social Security Nunber: ...............

I, (nanme), a nenber of the (retirenment system, hereby
consent to the issuance of a Qualified Illinois Donestic
Rel ations Order. | understand that under the Order, certain
benefits that would otherwi se be payable to ne, or to ny
surviving spouse or estate, will instead be payable to (nanme
of alternate payee). | also wunderstand that my right to
elect certain forns of paynment of ny retirenent benefit or

menber's refund may be limted as a result of the O der

(2) A nenber's consent to the issuance of a Q LDRO shal
be irrevocable, and shall apply to any QLDRO that pertains
to the alternate payee and retirenent systemnaned in the
consent .

(n) An order issued wunder this Section shall be in
substantially the followwing form (omtting any provisions

that are not applicable):

QUALI FI ED I LLI NO S DOVESTI C RELATI ONS ORDER

THI' S CAUSE com ng before the Court for the purpose of the
entry of a Qualified Illinois Donestic Relations Oder under
the provisions of Section 1-119 of the Illinois Pension Code,
the Court having jurisdiction over the parties and the
subject matter hereof; the Court finding that one of the
parties to this proceeding is a nmenber of a retirenment system
subject to Section 1-119 of the Illinois Pension Code, this
Order is entered to inplenent a division of that party's
interest in the retirenent system and the Court being fully
advi sed,

| T 1S HEREBY ORDERED AS FOLLOWE:

(1) The definitions and other provisions of Section
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1-119 of +the Illinois Pension Code are adopted by reference
and nade a part of this O der
(2) Identification of Retirenent System and parties:
Retirenent System (nanme and address)
Menber: (nane, residence address and social security
nunber)
Al ternate payee: (nane, residence address and soci al
security nunber)
(3) The Retirenent System shall pay the i ndi cat ed
anmounts of the follow ng specified benefits to the alternate

payee under the following terns and conditions:

(1) O the nenber's retirement benefit, t he
Retirenent System shall pay to the alternate payee
$...... per nonth, beginning (if the benefit is already

being paid, either inmmediately or on a specified |later

date; otherwise, on the date the retirenent benefit

comences), and ending upon the termnation of the
retirement benefit or the death of the alternate payee,
whi chever occurs first.

(1i) O any nenber's refund that becones payabl e,
the Retirenment Systemshall pay to the alternate payee
$.... .. when the nenber's refund becones payabl e.

(4) In accordance wth subsection (j) of Section 1-119
of the Illinois Pension Code, so long as this QLDRO is in
effect, the nenber nmay not elect a formof paynent of the
retirement benefit that has the effect of dimnishing the
anmount of the paynment to which the alternate payee is
entitled, unless the alternate payee has consented to the
election in witing and this consent has been filed with the
retirement system

(5) |If the nenber began participating in the Retirenent
System before the effective date of this Section, this Oder
shall not take effect wunless acconpanied by the witten

consent of the nmenber as required under subsection (nm) of
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Section 1-119 of the Illinois Pension Code.

(6) The Court retains jurisdiction to nodify this Oder.

DATED: . . ..... i

SIGNED: .. ........ .

(o) (1) Acourt inlllinois that has issued a Q LDRO
shall retain jurisdiction of all issues relating to the

nodi fication of the QLDRO The Admnistrative Review Law
and the rul es adopted pursuant thereto shall govern and apply
to al | pr oceedi ngs for j udi ci al review of final
adm nistrative decisions of +the board of trustees of the
retirement systemarising under this Section.

(2) The term"adm nistrative decision” is defined as in
Section 3-101 of the Code of Cvil Procedure. The venue for
revi ew under the Adm nistrative Review Law shall be the sane
as IS provided by law for judicial review of other
adm ni strative decisions of the retirenment system

(p) (1) Each retirenent system may adopt any procedures
or rul es that it deens necessary or useful for the
i npl enmentation of this Section.

(2) Each retirenent systemmay by rule nodify the node
QLDRO form provided in subsection (n) or require that
additional information be included in QLDRGs presented to
the system as my be necessary to neet the needs of the
retirement system

(Source: P.A 90-731, eff. 7-1-99.)

(40 ILCS 5/15-107) (from Ch. 108 1/2, par. 15-107)

Sec. 15-107. Enpl oyee.

(a) "Enployee" neans any nenber of the educational,
adm ni strative, secretarial, clerical, nechanical, |abor or
ot her staff of an enpl oyer whose enpl oynent is permanent and
continuous or who is enployed in a position in which services

are expected to be rendered on a continuous basis for at
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| east 4 nonths or one academ c term whichever is |ess, who
(A) receives paynent for personal services on a warrant
i ssued pursuant to a payroll voucher certified by an enpl oyer
and drawn by the State Conptroller upon the State Treasurer
or by an enployer upon trust, federal or other funds, or (B)
is on a | eave of absence w thout pay. Enpl oynment  which is
irregular, intermttent or tenporary shall not be considered
continuous for purposes of this paragraph.
However, a person is not an "enpl oyee" if he or she:

(1) is a student enrolled in and regul arly
attending classes in a college or university which is an
enpl oyer, and is enployed on a tenporary basis at |ess
than full tine;

(2) is currently receiving a retirement annuity or
a disability retirenent annuity wunder Section 15-153.2
fromthis System

(3) isonamlitary | eave of absence;

(4) is eligible to participate in the Federal G vil
Service Ret i r ement System and is currently nmaking
contributions to that system based upon earnings paid by
an enpl oyer;

(5) is on leave of absence wi thout pay for nore
than 60 days imediately follow ng term nation of
di sability benefits under this Article;

(6) is hired after June 30, 1979 as a public
servi ce enpl oynent program partici pant under the Federal
Conmpr ehensive Enploynent and Training Act and receives
earnings in whole or in part from funds provided under
that Act; or

(7) is enployed on or after July 1, 1991 to perform
services that are excluded by subdivision (a)(7)(f) or
(a)(19) of Section 210 of the federal Social Security Act
fromthe definition of enploynent given in that Section

(42 U.S.C. 410).:-of
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(8)--partietpates---tn---an---optional--program -for

part-tie-workers-under- Seett on-15-158: 1-

(b) Any enployer may, by filing a witten notice wth
the board, exclude from the definition of "enployee" al
persons enployed pursuant to a federally funded contract
entered into after July 1, 1982 wth a federal mlitary
departnment in a program providing training in mlitary
courses to federal mlitary personnel on a mlitary site
owned by the United States Governnent, if this exclusion is
not prohibited by the federally funded contract or federal
| aws or rules governing the admnistration of the contract.

(c) Any person appointed by the Governor under the G vil
Adm ni strative Code of the State is an enployee, if he or she
is a participant in this systemon the effective date of the
appoi nt nent .

(d) A participant on |ay-off status under civil service
rules is considered an enployee for not nore than 120 days
fromthe date of the |ay-off.

(e) A participant is considered an enployee during (1)
the first 60 days of disability |eave, (2) the period, not to
exceed one year, in which his or her eligibility for
disability benefits is being considered by the board or
reviewed by the courts, and (3) the period he or she receives
di sability benefits under the provisions of Section 15-152,
wor kers' conpensation or occupational disease benefits, or
di sability income under an insurance contract financed wholly
or partially by the enployer.

(f) Absences w thout pay, other than formal |eaves of
absence, of less than 30 cal endar days, are not considered as
an interruption of a person's status as an enployee. |If such
absences during any period of 12 nonths exceed 30 work days,
the enployee status of the person IS consi dered as
interrupted as of the 31st work day.

(g0 A staff nenber whose enploynment contract requires
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services during an academc term is to be considered an
enpl oyee during the summer and ot her vacation periods, unless
he or she declines an enploynent contract for the succeeding
academ c termor his or her enploynent status is otherw se
termnated, and he or she receives no earnings during these
peri ods.

(h) An individual who was a participating enployee
enployed in the fire departnment of the University of
I1linois's Chanpaign-Ubana canpus inmmediately prior to the
elimnation of that fire departnment and who i nmedi ately after
the elimnation of that fire departnent becanme enployed by
the fire departnent of the Cty of Ubana or the Gty of
Chanpai gn shall continue to be considered as an enpl oyee for
purposes of this Article for so long as the individual
remai ns enployed as a firefighter by the Gty of Ubana or
the Gty of Chanpaign. The individual shall cease to be
consi dered an enpl oyee under this subsection (h) upon the
first termnation of the individual's enploynment as a
firefighter by the City of Ubana or the Cty of Chanpaign.

(1) An individual who is enployed on a full-tinme basis
as an officer or enployee of a statew de teacher organization
that serves System participants or an officer of a national
teacher organization that serves System participants nmay
participate in the Systemand shall be deened an enpl oyee,
provided that (1) the individual has previously earned
creditabl e service under this Article, (2) the individual
files wth the System an irrevocable election to becone a
participant, and (3) the individual does not receive credit
for that enploynent under any other Article of this Code. An
enpl oyee under this subsection (i) is responsible for paying
to the System both (A) enployee contributions based on the
actual conpensation received for service with the teacher
organi zation and (B) enployer contributions equal to the

normal costs (as defined in Section 15-155) resulting from
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that service; all or any part of these contributions may be
paid on the enployee's behalf or picked up for tax purposes
(if authorized under f eder al | aw) by t he t eacher
or gani zati on.

A person who is an enployee as defined in this subsection
(1) may establish service credit for simlar enploynent prior
to becoming an enployee under this subsection by paying to
the Systemfor that enploynent the contributions specified in
this subsection, plus interest at the effective rate fromthe
date of service to the date of paynent. However, ~credit
shall not be granted under this subsection for any such prior
enpl oyment for which the applicant received credit under any
ot her provision of this Code, or during which the applicant
was on a | eave of absence under Section 15-113. 2.
(Source: P.A  90-448, eff. 8-16-97; 90-576, eff. 3-31-98;
90-766, eff. 8-14-98; 91-887, eff. 7-6-00.)

(40 ILCS 5/15-112) (from Ch. 108 1/2, par. 15-112)

Sec. 15-112. Final rate of earnings. "Final rate of
earnings": For an enployee who is paid on an hourly basis or
who receives an annual salary in installnments during 12
months of each academ c year, the average annual earnings
during the 48 consecutive cal endar nonth period ending wth
the last day of final termnation of enploynent or the 4
consecutive academ c years of service in which the enpl oyee's
earni ngs were the highest, whichever is greater. For any
other enployee, the average annual earnings during the 4
consecutive academ c years of service in which his or her
earnings were the highest. For an enployee with | ess than 48
months or 4 consecutive academc years of service, the
average earnings during his or her entire period of service.
The earnings of an enployee wth nore than 36 nonths of
service prior to the date of becom ng a participant are, for

such period, considered equal to the average earnings during
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the last 36 nonths of such service. For an enployee on | eave
of absence wth pay, or on | eave of absence w thout pay who
makes contributions during such | eave, earnings are assuned
to be equal to the basic conpensation on the date the | eave
began. For an enployee on disability |eave, earnings are
assuned to be equal to the basic conpensation on the date
disability occurs or the average earnings during the 24
months inmediately preceding the nonth in which disability
occurs, whichever is greater.

For a participant who retires on or after the effective
date of this anendatory Act of 1997 with at |east 20 years of
service as a firefighter or police officer wunder this
Article, the final rate of earnings shall be the annual rate
of earnings received by the participant on his or her |ast
day as a firefighter or police officer under this Article, if
that is greater than the final rate of earnings as cal cul ated
under the other provisions of this Section.

If a participant 1is an enployee for at |east 6 nonths
during the academ c year in which his or her enploynment is
term nated, the annual final rate of earnings shall be 25% of
the sum of (1) the annual basic conpensation for that year,
and (2) the anmount earned during the 36 nonths inmmediately
preceding that vyear, if this is greater than the final rate
of earnings as cal cul ated under the other provisions of this
Secti on.

In the determ nation of the final rate of earnings for an
enpl oyee, that part of an enployee's earnings for any
academ c year beginning after June 30, 1997, which exceeds
t he enpl oyee's earnings with that enployer for the preceding

year by nore than 20 percent shall be excluded; in the event

that an enpl oyee has nore than one enployer this Ilimtation
shall be calculated separately for the earnings with each
enpl oyer. In making such calculation, only the basi c

conpensati on of enpl oyees shall be considered, w thout regard
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to vacati on or overtinme or to contracts for sunmer

enpl oynent .
The followng are not considered as ear ni ngs in
det er m ni ng final rate of earnings: (1) severance or

separation pay, (2) retirenent pay, (3) paynent for unused
sick leave, and (4) paynents from an enployer for the period
used in determning final rate of earnings for any purpose
other than (i) services rendered, (ii) |eave of absence or
vacation granted during that period, and (iii) vacation of up
to 56 work days allowed wupon termnation of enploynent;
except that, if the benefit has been collectively bargai ned
bet ween the enpl oyer and the recogni zed col |l ecti ve bargai ni ng
agent pursuant to the Illinois Educational Labor Relations
Act, paynent received during a period of up to 2 academ c
years for unused sick | eave may be considered as earnings in
accordance wth t he applicabl e col |l ective bargaining
agreenent, subject to the 20% increase limtation of this
Secti on. Any unused sick | eave considered as earnings under
this Section shall not be taken into account in calculating
service credit under Section 15-113.4.

Intermttent periods of service shall be considered as
consecutive in determning final rate of earnings.

(Source: P.A 91-887, eff. 7-6-00; 92-599, eff. 6-28-02.)

(40 ILCS 5/15-113.3) (fromCh. 108 1/2, par. 15-113.3)

Sec. 15-113.3. Service for periods of mlitary service.
"Service for periods of mlitary service": Those periods,
not exceeding 5 years, during which a person served in the
armed forces of the United States, of which all but 2 years
must have immedi ately followed a period of enploynent with an
enpl oyer under this Systemor the State Enpl oyees' Retirenent
Systemof Illinois; provided that the person received a
di schar ge other than dishonorable and again becane an

enpl oyee under this Systemw thin one year after discharge.
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However, for the up to 2 years of mlitary service not
i medi ately foll ow ng enploynent, the applicant nust nake
contributions to the Systemequal to (1) 8% of at-the-rates
pr ovt ded- + n- Seett on- 15- 157- based-upon the enployee's basic
conpensation on the last date as a participating enployee
prior to such mlitary service, or on the first date as a
participating enpl oyee after such mlitary service, whichever
is greater, plus (2) an amobunt determ ned by the board to be
equal to the enployer's normal cost of the benefits accrued
for such mlitary service, plus (3) interest onitens (1) and
(2) at the effective rate fromthe later of the date of first
menbership in the System or the date of conclusion of
mlitary service to the date of paynent. The change in the
required contribution for purchased mlitary credit made by

this amendatory Act of 1993 does not entitle any person to a

refund of contributions already paid. The contributions paid

under this Section are not normal contributions as defined in

Section 15-114 or additional contributions as defined in

Section 15-115.

The changes to this Section nmade by this anendatory Act
of 1991 shall apply not only to persons who on or after its
effective date are in service under the System but also to
persons whose enploynent termnated prior to that date,
whet her or not the person is an annuitant on that date. I n
the case of an annuitant who applies for credit allowable
under this Section for a period of mlitary service that did
not imediately follow enploynment, and who has made the
required contributions for such credit, the annuity shall be
recalculated to include the additional service credit, with
the increase taking effect on the date the System received
witten notification of the annuitant's intent to purchase
the credit, if paynment of all the required contributions is
made wthin 60 days of such notice, or else on the first

annuity paynent date follow ng the date of paynent of the
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required contributions. |In calculating the automatic annual
increase for an annuity that has been recal cul ated under this
Section, the increase attributable to the additional service
al l owabl e under this anendatory Act of 1991 shall be incl uded
in the <calculation of automatic annual increases accruing
after the effective date of the recal cul ation.

(Source: P.A 90-65, eff. 7-7-97; 90-511, eff. 8-22-97.)

(40 ILCS 5/15-134) (from Ch. 108 1/2, par. 15-134)

Sec. 15-134. Participant.

(a) Each person shall, as a condition of enploynent,
becone a participant and be subject to this Article on the
date that he or she becones an enpl oyee, nmakes an el ection to
participate in, or otherw se beconmes a participant in one of
the retirenment prograns offered under this Article, whichever
date is later.

An enpl oyee who becones a participant shall continue to
be a participant until he or she becones an annuitant, dies
or accepts a refund of contributions;-exeept-that-a-person
shal | - net - be- deened- a- parti et pant-whil e-partictpating--tn--an
opttonal--program-for--part-tie--workers--established-under
Seetton-15-158-1.

(b) A person enployed concurrently by 2 or nor e
enployers is eligible to participate in the system on
conpensation received fromall enployers.

(Source: P.A  89-430, eff. 12-15-95; 90-65, eff. 7-7-97;
90-448, eff. 8-16-97; 90-655, eff. 7-30-98.)

(40 | LCS 5/15-136) (from Ch. 108 1/2, par. 15-136)

Sec. 15-136. Retirenment annuities - Amount . The
provisions of this Section 15-136 apply only to those
partici pants who are participating in the traditional benefit
package or the portable benefit package and do not apply to

partici pants who are participating in the self-nmnaged pl an.
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(a) The anpbunt of a participant's retirenent annuity,
expressed in the form of a single-life annuity, shall be
determ ned by whichever of the followng rules is applicable
and provides the |argest annuity:

Rule 1: The retirenment annuity shall be 1.67% of final
rate of earnings for each of the first 10 years of service,
1.90% for each of the next 10 years of service, 2.10%for
each year of service in excess of 20 but not exceeding 30,
and 2.30% for each year in excess of 30; or for persons who
retire on or after January 1, 1998, 2.2%of the final rate of
earni ngs for each year of service.

Rule 2: The retirement annuity shall be the sum of the
fol | ow ng, det erm ned from anounts credited to the
participant in accordance with the actuarial tables and the
prescribed rate of interest in effect at +the tine the
retirement annuity begins:

(1) the normal annuity which can be provided on an
actuarially equivalent basis, by the accunul ated nornal
contributions as of the date the annuity begi ns; and

(i) an annuity fromenployer contributions of an
anmount equal to that which can be provided on an
actuarially equivalent basis fromthe accunul ated nor nal
contributions nmade by the participant under Section
15-113.6 and Section 15-113.7 plus 1.4 tinmes all other
accunul ated normal contributions nmade by the participant;
and

(iii) the annuity that can be provided on an

actuarially equivalent basis fromthe entire contribution

made by the partici pant under Section 15-113.3.

Wth respect to a police officer or firefighter who
retires on or after August 14, 1998, the accumulated nornal
contributions taken into account under clauses (i) and (ii)
of this Rule 2 shall include t he addi ti onal nor ma

contributions nmade by the police officer or firefighter under
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Section 15-157(a).

The anount of a retirenment annuity cal cul ated under this
Rule 2 shall be conmputed solely on the basis of the
participant's accunul ated normal contributions, as specified
in this Rule and defined in Section 15-116. Neither an
enpl oyee or enployer contribution for early retirenent under
Section 15-136.2 nor any other enployer contribution shall be
used in the calculation of the amount of a retirenent annuity
under this Rule 2.

This anmendatory Act of the 91st General Assenbly is a
clarification of existing law and applies to every
partici pant and annuitant w thout regard to whether status as
an enployee termnates before the effective date of this
anmendatory Act.

Rule 3: The retirement annuity of a participant who 1is
enployed at |east one-half tinme during the period on which
his or her final rate of earnings is based, shall be equal to
the participant's years of service not to exceed 30,
multiplied by (1) $96 if the participant's final rate of
earnings is less than $3,500, (2) $108 if the final rate of
earnings is at |east $3,500 but |ess than $4,500, (3) $120 if
the final rate of earnings is at |east $4,500 but |ess than
$5,500, (4) $132 if the final rate of earnings is at |east
$5,500 but less than $6,500, (5) $144 if the final rate of
earnings is at |east $6,500 but |ess than $7,500, (6) $156 if
the final rate of earnings is at |least $7,500 but Iless than
$8,500, (7) $168 if the final rate of earnings is at |east
$8, 500 but |ess than $9,500, and (8) $180 if the final rate
of earnings is $9,500 or nore, except that the annuity for
those persons having made an el ection under Section
15-154(a-1) shall be calculated and payable under the
portable retirenent benefit program  pursuant to t he
provi sions of Section 15-136. 4.

Rule 4: A participant who is at |east age 50 and has 25
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or nore years of service as a police officer or firefighter,

and a participant who is age 55 or over and has at |east 20
but |l ess than 25 years of service as a police officer or

firefighter, shall be entitled to a retirenent annuity of

2 1/4%of the final rate of earnings for each of the first 10
years of service as a police officer or firefighter, 2 1/2%
for each of the next 10 years of service as a police officer

or firefighter, and 2 3/4%for each year of service as a
police of ficer or firefighter in excess of 20. The
retirement annuity for all other service shall be conputed
under Rule 1

For purposes of this Rule 4, a participant's service as a
firefighter shall also include the foll ow ng:

(1) service that 1is perforned while the person is
an enpl oyee under subsection (h) of Section 15-107; and

(ti) in the case of an individual who was a
partici pating enpl oyee enployed in the fire departnent of
the University of [Illinois's Chanpaign-U bana canpus
imediately prior to the elimnation of that fire
departnment and who imediately after the elimnation of
that fire departnment transferred to another job with the

University of Illinois, service perforned as an enpl oyee

of the University of Illinois in a position other than

police officer or firefighter, from the date of that
transfer until the enployee's next term nation of service
with the University of Illinois.

Rule 5: The retirement annuity of a participant who
elected early retirement under the provisions of Section
15-136. 2 and who, on or before February 16, 1995, brought
adm ni strative proceedings pursuant to the admnistrative
rul es adopted by the Systemto challenge the calculation of
his or her retirenent annuity shall be the sumof the
foll ow ng, determ ned from anounts credited to t he

participant in accordance with the actuarial tables and the
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prescribed rate of interest in effect at the tinme the
retirement annuity begins:

(1) the normal annuity which can be provided on an
actuarially equivalent basis, by the accumulated nornal
contributions as of the date the annuity begins; and

(i) an annuity from enployer contributions of an
anount equal to that which can be provided on an
actuarially equivalent basis fromthe accunul ated nornal
contributions nmade by the participant under Section
15-113.6 and Section 15-113.7 plus 1.4 tines all other
accunul ated normal contributions made by the partici pant;
and

(tit) an annuity which can be provided on an
actuarially equi val ent basi s from the enpl oyee
contribution for early retirenent under Section 15-136. 2,
and an annuity fromenployer contributions of an anopunt
equal to that which can be provided on an actuarially
equi val ent basis fromthe enployee contribution for early
retirement under Section 15-136. 2.

In no event shall a retirenent annuity under this Rule 5
be | ower than the anount obtained by adding (1) the nonthly
anount obtained by dividing the conbined enployee and
enpl oyer contributions made under Section 15-136.2 by the
Systenmls annuity factor for the age of the participant at the
beginning of the annuity paynent period and (2) the anount
equal to the participant's annuity if calculated under Rule
1, reduced under Section 15-136(b) as if no contributions had
been made under Section 15-136. 2.

Wth respect to a participant who is qualified for a
retirement annuity under this Rule 5 whose retirenent annuity
began before the effective date of this anmendatory Act of the
91st General Assenbly, and for whom an enpl oyee contribution
was made under Section 15-136.2, the Systemshall recal cul ate

the retirenent annuity wunder this Rule 5 and shall pay any
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addi tional anobunts due in the manner provided in Section
15-186.1 for benefits m stakenly set too |ow.

The anount of a retirenment annuity cal cul ated under this
Rule 5 shall be conmputed solely on the basis of those
contributions specifically set forth in this Rule 5. Except
as provided in clause (iii) of this Rule 5, neither an
enpl oyee nor enployer contribution for early retirenment under
Section 15-136.2, nor any other enployer contribution, shal
be used in the calculation of the anmount of a retirenent
annuity under this Rule 5.

The General Assenbly has adopted the changes set forth in
Section 25 of this anmendatory Act of the 91st Ceneral
Assenbly in recognition that the decision of the Appellate
Court for the Fourth District in Mattis v. State Universities
Retirement System et al. mght be deenmed to give sone right
to the plaintiff in that case. The changes nade by Section
25 of this amendatory Act of the 91st Ceneral Assenbly are a
| egi slative inplenmentation of the decision of the Appellate
Court for the Fourth District in Mattis v. State Universities
Retirement Systemet al. with respect to that plaintiff.

The changes nmade by Section 25 of this anendatory Act of
the 91st General Assenbly apply without regard to whether the
person is in service as an enployee on or after its effective
dat e.

(b) The retirenment annuity provided under Rules 1 and 3
above shall be reduced by 1/2 of 1%for each nonth the
participant is under age 60 at the tinme of retirenent.
However, this reduction shall not apply in the follow ng
cases:

(1) For a disabled participant whose disability
benefits have been discontinued because he or she has
exhausted eligibility for disability benefits under
cl ause (6) of Section 15-152;

(2) For a participant who has at | east the nunber
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of years of service required to retire at any age under
subsection (a) of Section 15-135; or

(3) For that portion of a retirenent annuity which
has been provided on account of service of t he
participant during periods when he or she perforned the
duties of a police officer or firefighter, 1if these
duties were perforned for at least 5 years immediately
preceding the date the retirenent annuity is to begin.

(c) The maximumretirenment annuity provided under Rules
1, 2, 4, and 5 shall be the lesser of (1) the annual limt of
benefits as specified in Section 415 of the Internal Revenue
Code of 1986, as such Section may be anmended from tine to
time and as such benefit Ilimts shall be adjusted by the
Comm ssi oner of Internal Revenue, and (2) 80%of final rate
of earnings.

(d) An annuitant whose status as an enpl oyee term nates
after August 14, 1969 shall receive automatic increases in
his or her retirenment annuity as foll ows:

Effective January 1 immediately following the date the
retirement annuity begins, the annuitant shall receive an
increase in his or her nonthly retirenment annuity of 0.125%
of the nmonthly retirenent annuity provided under Rule 1, Rule
2, Rule 3, Rule 4, or Rule 5, <contained in this Section,
multiplied by the nunber of full nonths which el apsed from
the date the retirenent annuity paynents began to January 1,
1972, plus 0.1667% of such annuity, nultiplied by the nunber
of full nonths which el apsed fromJanuary 1, 1972, or the
date the retirement annuity paynents Dbegan, whichever is
later, to January 1, 1978, plus 0.25% of such annuity
multiplied by the nunber of full nonths which el apsed from
January 1, 1978, or the date the retirenent annuity paynents
began, whichever is later, to the effective date of the
I ncrease.

The annuitant shall receive an increase in his or her
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monthly retirement annuity on each January 1 thereafter
during the annuitant's life of 3% of the nonthly annuity
provided under Rule 1, Rule 2, Rule 3, Rule 4, or Rule 5
contained in this Section. The change made under this
subsection by P.A 81-970 is effective January 1, 1980 and
applies to each annuitant whose status as an enployee
term nates before or after that date.

Begi nning January 1, 1990, all automatic annual increases
payable wunder this Section shall be calculated as a
percentage of the total annuity payable at the tinme of the
i ncrease, including all increases previously granted under
this Article.

The change made in this subsection by P. A 85-1008 is
effective January 26, 1988, and is applicable without regard
to whether status as an enpl oyee term nated before that date.

(e) If, on January 1, 1987, or the date the retirenent
annuity paynent period begins, whichever is later, the sum of
the retirenment annuity provided under Rule 1 or Rule 2 of
this Section and the automatic annual increases provided
under the precedi ng subsection or Section 15-136.1, anounts
to less than the retirenment annuity which woul d be provi ded
by Rule 3, the retirenent annuity shall be increased as of
January 1, 1987, or the date the retirenent annuity paynent
peri od begins, whichever is later, to the anount which would
be provided by Rule 3 of this Section. Such increased anount
shall be considered as the retirement annuity in determning
benefits provided under other Sections of this Article. This
par agr aph applies without regard to whether status as an
enpl oyee termnated before the effective date of this
anendatory Act of 1987, provided that the annuitant was
enployed at |east one-half tinme during the period on which
the final rate of earnings was based.

(f) A participant is entitled to such additional annuity

as may be provided on an actuarially equival ent basis, by any
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accunul ated additional contributions to his or her «credit.
However, the additional contributions made by the participant
toward the automatic increases in annuity provided under this
Section shall not be taken into account in determ ning the
anmount of such additional annuity.

(g If, (1) by law, a function of a governnental unit,
as defined by Section 20-107 of this Code, is transferred in
whole or in part to an enployer, and (2) a participant
transfers enploynent from such governnental wunit to such
enpl oyer within 6 nonths after the transfer of the function,
and (3) the sumof (A the annuity payable to the participant
under Rule 1, 2, or 3 of this Section (B) all proportional
annuities payable to the participant by all other retirenent
systens covered by Article 20, and (C) the initial primry
i nsurance anount to which the participant is entitled under
the Social Security Act, is less than the retirenment annuity
whi ch woul d have been payable if all of +the participant's
pension credits validated under Section 20-109 had been
val i dated under this system a supplenental annuity equal to
the difference in such anmounts shall be payable to the
partici pant.

(h) On January 1, 1981, an annuitant who was receiving a
retirement annuity on or before January 1, 1971 shall have
his or her retirenent annuity then being paid increased $1
per nonth for each year of creditable service. On January 1,
1982, an annuitant whose retirenent annuity began on or
before January 1, 1977, shall have his or her retirenent
annuity then being paid increased $1 per nonth for each year
of creditable service.

(i) ©On January 1, 1987, any annuitant whose retirenment
annuity began on or before January 1, 1977, shall have the
monthly retirenment annuity increased by an anount equal to 8¢
per year of creditable service tinmes the nunber of years that

have el apsed since the annuity began.
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(Source: P.A 91-887 (Sections 20 and 25), eff. 7-6-00;
92-16, eff. 6-28-01.)

(40 | LCS 5/15-153) (from Ch. 108 1/2, par. 15-153)

Sec. 15- 153. Disability benefits - Anpunt. The
disability benefit shall be the greater of (1) 50% of the
basic conpensation which would have been paid had the
partici pant continued in service for the entire period during
which disability benefits are payable, excluding wage or
sal ary increases subsequent to the date of disability or
extra prospective earnings on a sumrer teaching contract or
ot her extra service not yet entered upon or (2) 50% of the
participant's aver age ear ni ngs during the 24 nonths
i mredi ately preceding the nonth in which disability occurs.
In determning the disability benefit, the basic conpensation
of a participating enployee on | eave of absence or on | ay-off
status shall be assuned to be equal to his or her basic
conpensation on the date the |eave of absence or |ay-off
begi ns.

If the disability benefit is 50% of basic conpensation,
paynments during the acadenic fiseal year shall accrue over
the period that the basic conpensation would have been paid
had the participant continued in service. |If the disability
benefit 1is 50% of the average earnings of the participant
during the 24 nonths i medi ately preceding the nonth in which
disability occurs, paynents during the year shall accrue over
a period of 12 nonths. Disability benefits shall be paid as
of the end of each calendar nonth during which paynents
accrue. Paynents for fractional parts of a nonth shall be
determ ned by prorating the total anount payable for the ful
month on the basis of days el apsing during the nonth. Any
disability benefit accrued but wunpaid on the death of a
partici pant shall be paid to the participant's beneficiary.

(Source: P.A 84-1472.)
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(40 I LCS 5/15-154) (from Ch. 108 1/2, par. 15-154)

Sec. 15-154. Refunds.

(a) A participant whose status as an enployee is
term nated, regardl ess of cause, or who has been on lay off
status for nore than 120 days, and who is not on | eave of
absence, is entitled to a refund of contributions upon
application; except that not nore than one such refund
application may be nmade during any academ c year

Except as set forth in subsections (a-1) and (a-2), the
refund shal | be the sum of the accunulated normal,

additional, and survivors insurance contributions, plus the

entire contribution nade by the participant under Section

15-113.3, less the anmount of interest credited on these
contributions each year in excess of 4 1/2% of the anount on
whi ch interest was cal cul at ed.

(a-1) A person who elects, in accordance wth the
requi renents of Section 15-134.5, to participate in the
portable benefit package and who becones a participating
enpl oyee under that retirenment program upon the concl usion of
the one-year waiting period applicable to the portable
benefit package election shall have his or her refund
cal culated in accordance with the provisions of subsection
(a-2).

(a-2) The refund payable to a participant described in
subsection (a-1) shall be the sum of the participant's

accumul ated normal and additional contributions, as defi ned

in Sections 15-116 and 15-117, plus the entire contribution

made by the participant under Section 15-113.3. If the

participant termnates with 5 or nore years of service for
enpl oynent as defined in Section 15-113.1, he or she shal

al so be entitled to a distribution of enployer contributions
in an anount equal to the sumof the accunul ated normal and
addi tional contributions, as defined in Sections 15-116 and

15-117.
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(b) Upon accept ance of a refund, the participant
forfeits all accrued rights and credits in the System and if
subsequently reenpl oyed, the participant shall be considered
a new enployee subject to all the qualifying conditions for
participation and eligibility for benefits applicable to new
enpl oyees. If such person again becones a participating
enpl oyee and continues as such for 2 years, or is enployed by
an enpl oyer and participates for at least 2 vyears in the
Federal Civil Service Retirenent System all such rights,
credits, and previous status as a participant shall be
restored upon repaynent of the anmount of the refund, together
with conmpound interest thereon fromthe date the refund was
received to the date of repaynent at the rate of 6% per annum
t hrough August 31, 1982, and at the effective rates after

that date. VWen a participant in the portable benefit

package who received a refund which included a distribution

of enployer contributions repays a refund pursuant to this

Section, one-half of the anpbunt repaid shall be deened the

menber' s rei nstated accunul at ed normal and additional

contributions and the other half shall be allocated as an

enpl oyer contribution to the System except that any anount

repaid for previously purchased nmlitary service credit under

Section 15-113.3 shal | be account ed f or as such.

Not wt t hst andi ng- - Seett on--1-103: 1- and- t he- ot her - pr ovi st ons- of
t hi s- Seett on; - a- person- who-was- a- parti et pant--tn--the--System
from-February--14;--1966--until--Mareh--13;-1981- may-restore
eredtts-previousty--forfetted--by--aceeptance--of--a--refund;
Wt hout - -returnk ng--to--serviee;--by--applytng-tn-witing-and
Fepayt ng-to-the- System by-July-1;--2002--the--anmpunt --of--the
Fefund--plus--tnterest--at-the-effective-rate-caleulated-from
t he-date-of -t he-refund-t o-t he- dat e- of - r epaynent -

(c) If a participant covered under the traditional
benefit package has made survivors insurance contributions,

but has no survivors insurance beneficiary upon retirenent,
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he or she shall be entitled to elect a refund of the
accunul ated survivors insurance contributions, or to elect an
additional annuity the value of which is equal to the
accunul ated survivors insurance contributions. This election
must be made prior to the date the person's retirenent

(d) A participant, upon application, is entitled to a
refund of his or her accunulated additional contributions
attributable to the additional contributions described in the
| ast sentence of subsection (c) of Section 15-157. Upon the
acceptance of such a refund of accunulated addi ti onal
contri butions, the participant forfeits all rights and
credits which may have accrued because of such contributions.

(e) A participant who termnates his or her enployee
status and elects to waive service credit under Section
15-154.2, is entitled to a refund of the accunulated normal,
additional and survivors insurance contributions, if any,
whi ch were credited the participant for this service, or to
an additional annuity the value of which is equal to the
accunul ated normal, additional and survivors i nsurance
contributions, if any; except that not nore than one such
refund application may be made during any academ c year. Upon
acceptance of this refund, the participant forfeits al
rights and credits accrued because of this service.

(f) If a police officer or firefighter receives a
retirement annuity under Rule 1 or 3 of Section 15-136, he or
she shall be entitled at retirenent to a refund of the
di fference bet ween hi s or her accumnul at ed nor mal
contributions and the normal contributions which woul d have
accunul ated had such person filed a waiver of the retirenent
formul a provided by Rule 4 of Section 15-136.

(g) If, at the tine of retirenent, a participant would
be entitled to a retirenent annuity under Rule 1, 2, 3, 4, or

5 of Section 15-136, or under Section 15-136.4, that exceeds
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t he maxi num specified in clause (1) of subsection (c) of
Section 15-136, he or she shall be entitled to a refund of
the enpl oyee contributions, if any, paid under Section 15-157
after the date upon which continuance of such contributions
woul d have otherw se caused the retirenent annuity to exceed
this maxi rum plus conpound interest at the effective rates.
(Source: P.A 91-887 (Sections 10 and 25), eff. 7-6-00;
92-16, eff. 6-28-01; 92-424, eff. 8-17-01.)

(40 | LCS 5/15-158. 2)

Sec. 15-158.2. Sel f-managed pl an.

(a) Purpose. The General Assenbly finds that it is
inportant for colleges and universities to be able to attract
and retain the nost qualified enployees and that in order to
attract and retain these enpl oyees, colleges and universities
shoul d have the flexibility to provide a defined contribution
plan as an alternative for eligible enployees who el ect not
to participate in a defined benefit retirenent program
provided wunder this Article. Accordi ngly, t he State
Universities Retirement System is hereby authorized to
establish and adm nister a self-managed plan, which shall
offer participating enployees the opportunity to accumul ate
assets for retirenment through a conbination of enployee and
enpl oyer contributions that may be invested in nutual funds,
coll ective investnent funds, or other investnent products and
used to purchase annuity contracts, either fixed or variable
or a conbination thereof. The plan nust be qualified under
the Internal Revenue Code of 1986

(b) Adoption by enpl oyers. Each enployer subject to
this Article my elect to adopt the self-mnaged plan
established under this Section; this election is irrevocable.
An enployer's election to adopt the sel f-mnaged pl an makes
available to the eligible enployees of +that enployer the

el ections described in Section 15-134.5.


SOLIMAR DFAULT BILLS NONE


HB3183 Enrol | ed - 34- LRB093 07931 EFG 08122 b

© 00 N o o b~ w N Pk

W W W W W NN N NDNNDNDRNDNNR P P R B R R B R R
N W N P O © 0 N O 00 & W N B O © 0 N 0o o0 M W N B O

The State Universities Retirenent Systemshall be the
pl an sponsor for the self-managed plan and shall prepare a
pl an docunent and prescribe such rules and procedures as are
consi dered necessary or desirable for the admnistration of
t he sel f-managed plan. Consistent with its fiduciary duty to
the participants and beneficiaries of the self-nmnaged pl an,
the Board of Trustees of the System may del egate aspects of
plan adm nistration as it sees fit to conpanies authorized to
do business in this State, to the enployers, or to a
conbi nati on of both.

(c) Selection of service providers and fundi ng vehi cl es.
The System in consultation with the enpl oyers, shall solicit
proposals to provide admnistrative services and funding
vehicles for the self-mnaged plan frominsurance and annuity
conpani es and nutual fund conpani es, banks, trust conpanies,
or other financial institutions authorized to do business in
this St at e. In reviewwng the proposals received and
approvi ng and contracting with no fewer than 2 and no nore
than 7 conpanies, at-}|east-2-of-which-nust-be-tnsurance-and
annut t y- conpant es; the Board of Trustees of the System shal
consi der, anong other things, the following criteria:

(1) the nature and extent of the benefits that
woul d be provided to the participants;

(2) the reasonabl eness of the benefits in relation
to the prem um char ged;

(3) the suitability of the benefits to the needs
and interests of the participating enployees and the
enpl oyer;

(4) the ability of the conmpany to provide benefits
under the contract and the financial stability of the
conpany; and

(5) the efficacy of the contract in the recruitnent
and retention of enployees.

The System in consultation wth the enployers, shal
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periodically review each approved conpany. A conpany nmay
continue to provide admnistrative services and funding
vehicles for the self-managed plan only so long as it
continues to be an approved conpany under contract wth the
Boar d.

(d) Enployee Direction. Enployees who are participating
in the program nust be allowed to direct the transfer of
t heir account bal ances anong the various investnent options
offered, subject to applicable contractual provisions. The
partici pant shall not be deemed a fiduciary by reason of
providing such investnent direction. A person who is a
fiduciary shall not be liable for any 1loss resulting from
such investnent direction and shall not be deened to have
breached any fiduciary duty by acting in accordance with that
direction. Neither the Systemnor the enployer guarantees
any of the investnents in the enpl oyee' s account bal ances.

(e) Participation. An enpl oyee eligible to participate
in the self-managed plan nust nmake a witten election in
accordance wth the provisions of Section 15-134.5 and the
procedures established by the System Participation in the
sel f-managed plan by an el ecting enpl oyee shall begin on the
first day of the first pay period followng the |later of the
date the enployee's electionis filed wwth the Systemor the
effective date as of which the enpl oyee's enpl oyer begins to
offer participation in the self-mnaged plan. Enployers may
not nmake the self-managed plan avail able earlier than January
1, 1998. An enployee's participation in any other retirenent
program adm ni stered by the Systemunder this Article shal
termnate on the date that participation in the self-mnaged
pl an begi ns.

An enployee who has elected to participate in the
sel f-managed plan under this Section must conti nue
participation while enployed in an eligible position, and may

not participate in any other retirenent program adm nistered
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by the Systemunder this Article while enployed by that
enpl oyer or any other enployer that has adopted the
sel f -managed pl an, unless the self-nmanaged plan is term nated
i n accordance with subsection (i).

Participation in the self-managed plan under this Section
shall constitute nenbership in the State Universities
Retirement System

A participant under this Section shall be entitled to the
benefits of Article 20 of this Code.

(f) Establishnent of Initial Account Balance. |If at the
time an enployee elects to participate in the self-managed
pl an he or she has rights and credits in the System due to
previous participation in the traditional benefit package,
the System shall establish for the enployee an opening
account bal ance in the sel f-managed plan, equal to the anount
of contribution refund that the enployee would be eligible to
receive under Section 15-154 if the enployee term nated
enpl oynent on that date and el ected a ref und of
contributions, except that this hypothetical refund shal
include interest at the effective rate for the respective
years. The System shall transfer assets fromthe defined
benefit retirenent programto the self-managed plan, as a tax
free transfer in accordance wth Internal Revenue Service
guidelines, for purposes of funding the enpl oyee's opening
account bal ance.

(g0 No Duplication of Service Credit. Not wi t hst andi ng
any other provision of this Article, an enpl oyee may not
purchase or receive service or service credit applicable to
any other retirenment program adm nistered by the System under
this Article for any period during which the enpl oyee was a
participant in the self-managed plan established under this
Secti on.

(h) Contributions. The self-managed plan shall be

funded by contributions fromenpl oyees participating in the
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sel f-managed plan and enpl oyer contributions as provided in
this Section.

The contribution rate for enpl oyees participating in the
sel f-managed plan under this Section shall be equal to the
enpl oyee contribution rate for other participants in the
System as provided in Section 15-157. This required
contribution shall be nmade as an "enployer pick-up" under
Section 414(h) of the Internal Revenue Code of 1986 or any
successor Section thereof. Any enployee participating in the
Systenmis traditional benefit package prior to his or her
election to participate in the self-mnaged plan shal
continue to have the enployer pick up the contributions
requi red under Section 15-157. However, the anounts picked
up after the election of the self-nmanaged plan shall be
remtted to and treated as assets of the self-managed plan.
In no event shall an enployee have an option of receiving
these anobunts in cash. Enpl oyees may make addi ti onal
contributions to the self-managed plan in accordance with
procedures prescribed by the System to the extent permtted
under rules prescribed by the System

The program shall provide for enployer contributions to
be credited to each self-managed plan participant at a rate
of 7.6% of the participating enployee's salary, |less the
anount used by the Systemto provide disability benefits for
the enpl oyee. The anpbunts so credited shall be paid into the
participant's self-managed plan accounts in a manner to be
prescribed by the System

An armount of enpl oyer contribution, not exceeding 1% of
the participating enployee's salary, shall be used for the
pur pose of providing the disability benefits of the Systemto
the enpl oyee. Prior to the begi nning of each plan year under
the sel f-managed plan, the Board of Trustees shall determ ne,
as a percentage of salary, t he anount of enpl oyer

contributions to be allocated during that plan year for
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providing disability benefits for enpl oyees in t he
sel f - managed pl an.

The State of Illinois shall neke contributions by
appropriations to the Systemof the enployer contributions
required for enployees who participate in the self-mnaged
pl an under this Section. The anount required shall be
certified by the Board of Trustees of the System and paid by
the State in accordance wth Section 15-165. The System
shall not be obligated to remt the required enployer
contributions to any of the insurance and annuity conpanies,
mut ual fund conpanies, banks, trust conpanies, financial
institutions, or other sponsors of any of the funding
vehicles offered under the self-managed plan until it has
recei ved the required enployer contributions fromthe State.
In the event of a deficiency in the amunt of State
contributions, the System shall inplenent those procedures
described in subsection (c) of Section 15-165 to obtain the
required funding fromthe General Revenue Fund.

(1) Termnation. The self-nmanaged plan authorized under
this Section nay be termnated by the System subject to the
terms of any relevant contracts, and the System shall have no
obligation to reestablish the self-mnaged plan wunder this
Section. This Section does not create a right to continued
participation in any sel f-mnaged plan set up by the System
under this Section. |If the self-managed plan is term nated,
the participants shall have the right to participate in one
of the other retirenent prograns offered by the System and
receive service credit in such other retirenment program for
any years of enploynent followi ng the term nation.

(j) Vesting; W t hdr awal ; Ret urn to Servi ce. A
participant in the self-mnaged plan becones vested in the
enpl oyer contributions credited to his or her accounts in the
sel f-managed plan on the earliest to occur of the follow ng:

(1) conpletion of 5 years of service wth an enployer
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described in Section 15-106; (2) t he deat h of t he
partici pating enpl oyee while enpl oyed by an enployer
described in Section 15-106, if the participant has conpl eted
at least 1 1/2 years of service; or (3) the participant's
election to retire and apply the reciprocal provisions of
Article 20 of this Code.

A participant in the self-managed plan who receives a
di stribution of hi s or her vested amounts from the
sel f -managed plan while not yet eligible for retirenment under
this Article (and Article 20, if applicable) shall forfeit
all service credit and accrued rights in the Systenm if
subsequently re-enpl oyed, the participant shall be considered
a new enployee. |If a forner participant again becones a
participating enpl oyee (or becones enpl oyed by a
participating systemunder Article 20 of this Code) and
continues as such for at |least 2 years, all such rights,
service credits, and previous status as a participant shall
be restored upon repaynent of the anmount of the distribution,
W t hout interest.

(k) Benefit anpunts. If an enployee who is vested in
enpl oyer contributions termnates enploynent, the enployee
shall be entitled to a benefit which is based on the account
val ues attributabl e to bot h enpl oyer and enpl oyee
contributions and any investnent return thereon.

If an enployee who IS not vest ed in enpl oyer
contributions termnates enploynent, the enployee shall be
entitled to a benefit based solely on the account values
attributabl e to t he enpl oyee's contributions and any
i nvestnment return thereon, and the enployer contributions and
any investnment return thereon shall be forfeited. Any
enpl oyer contributions which are forfeited shall be held in
escrow by the conpany investing those contributions and shal
be used as directed by the Systemfor future allocations of

enpl oyer contributions or for the restoration of anmounts
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previously forfeited by fornmer participants who agai n becone
partici pating enpl oyees.

(Source: P.A 90-448, eff. 8-16-97; 90-576, eff. 3-31-98;
90-766, eff. 8-14-98; 91-887, eff. 7-6-00.)

(40 ILCS 5/15-186.1) (from Ch. 108 1/2, par. 15-186.1)

Sec. 15-186. 1. M stake in benefit. If the System
m stakenly sets any benefit at an incorrect anount, it shal
recal cul ate the benefit as soon as may be practicable after
the m stake is discovered.

If the benefit was mstakenly set too |ow, the System
shal |l make a |unp sum paynent to the recipient of an anount
equal to the difference between the benefits that should have
been paid and those actually paid, plus interest at the
effective rate fromthe date the unpaid anounts accrued to
the date of paynent.

If the benefit was m stakenly set too high, the System
may recover the anmount overpaid fromthe recipient thereof,

plus interest at the effective rate from the date of

overpaynent to the date of recovery, either directly or by

deducting such anobunt fromthe remai ning benefits payable to
the recipient. However, if (1) the anount of the benefit was
m stakenly set too high, and (2) the error was undi scovered
for 3 years or longer, and (3) the error was not the result
of incorrect information supplied by the affected nenber or
beneficiary, then upon discovery of the m stake the benefit
shall be adjusted to the correct |evel, but the recipient of
the benefit need not repay to the Systemthe excess anounts
received in error.

(Source: P.A 85-1008.)

(40 ILCS 5/15-187) (from Ch. 108 1/2, par. 15-187)
Sec. 15-187. Felony conviction. None of the benefits

provi ded under this Article shall be paid to any person who
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is convicted of any felony relating to or arising out of or
in connection with the person's service as an enpl oyee.

This Section shall not operate to inpair any contract or
vested right heretofore acquired under any law or |aws
continued in this Article, nor to preclude the right to a

r ef und. No refund paid to any person who i s convicted of a

felony relating to or arising out of or in connection wth

the person's service as an enpl oyee shall include enpl oyer

contributions or interest or, in the case of the self-nmanaged

plan authorized under Section 15- 158. 2, any enpl oyer

contri butions or i nvest nent return on such enpl oyer

contri butions.

Al'l persons entering service subsequent to July 9, 1955
shall be deened to have consented to the provisions of this
Section as a condition of coverage.

(Source: P.A 83-1440.)

(40 | LCS 5/15-190) (from Ch. 108 1/2, par. 15-190)

Sec. 15-190. Persons under legal disability. |If a person
is under legal disability when any right or privilege accrues
to himor her under this Article, a guardian may be appoi nt ed
pursuant to |l aw, and may, on behalf of such person, claimand
exerci se any such right or privilege wwth the sanme force and
effect as if the person had not been under a legal disability
and had cl ai ned or exercised such right or privilege.

If a person's application for benefits or a physician's
certificate on file with the board shows that the person is
under a legal disability, and-ne-guardian-has-been-appot nted
for-his-or--her--estate; the benefits payable under this
Article my be paid (1) directly to the person under |egal

disability, (2) to any person who has legally qualified and

is acting as gquardian of the property of the person under

| egal disability, (3) to either parent of the person under

legal disability or any adult person with whomthe person
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under legal disability may at the tine be Iliving, provided
only that such parent or adult person to whom any anmount is
to be paid shall have advised the board in witing that such
amount will be held or used for the benefit of the person
under legal disability, or (4) €3) to the trustee of any
trust created for the sole benefit of the person under | egal
disability while that person is living, provided only that
the trustee of such trust to whomany anmount is to be paid
shal | have advised the board in witing that such anount w ||
be held or used for the benefit of the person under |egal
disability. The system shall not be required to determ ne
the validity of the trust or any of the terns thereof. The
representation of the trustee that the trust neets the
requi renents of this Section shall be conclusive as to the
system The witten receipt of the person under |egal
disability or the other person who receives such paynent
shall be an absolute discharge of the systemis liability in
respect of the anobunt so paid.

(Source: P.A 90-65, eff. 7-7-97; 90-511, eff. 8-22-97.)

Section 99. Effective date. This Act takes effect wupon

becom ng | aw.
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